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Lease Accounting

Lease Infermationiis an essential elenent
ef Virginiars Comprehensive: Annual
Einancial Report (CAER).

DOA prepares;a CAER  annually, Whlchrthe
Auditer of Public Accounts auadits.

Agency: financiall statements alse must
Includerlease inifermation.
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Purpose of LAS

(Cease Accounting System)

DOA maintainstAS, the: Commoenwealtirs
Wel enabled Lease Accounting System to
ensure:

Proper recording and retention’ of lease
data.

Disclosure off lease activity! In the agency:s
and Commonwealthrs financiall statements

N accordance with GAAP.

Department off Accounts




Lease Definitions

ATlease Is anl agreement conveyingl the
gt terUSE: property, plant, or equipment,
usually fierr a stated! Peroa; of time.

A capital lease: transfiers; ewRership; [nghats,
[Isks, and rewarads.

ARl eperating lease dees; noet transtier
eWRership rights and Is similar to a rental.
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Capital vs. Operating Leases

Fhe majorty’ ef leases in the Commonwealtn
are lessee: leases.

ARl asset and liability are  recorded fier all
lessee: caplial leases.

Rent expense Is recorded for allflessee

Operatnglleases. Anlasset and liapility are
AOL recerded ol eperating leases.
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Internal Controls

Lease input decuments must be: prepared
I & tinmely: and accurate manner:

Lease Input decuments must e reviewed
and apprevead by authenzed persennel.

Lease data entered in: the: system: must: e
[econcllied torsoulce docutmentation (lease
agreecment).
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Recent Developments

he SEC tackles practices for lease
accounting.

Companies recording leasenold
Imprevements (Upgrades to leasead
Property) and depreciating them: over the

[ie of ther asset rather than the: life of the
ease.

Wihe was approving these: transactiens?
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New: Lease system

DOA IS develepingl a new: Weln-hased online

lease system) that Will e availanle for Fiscal
Yealr 20006,

Agencies will key: transactiens, soithey,

mUSt have anunderstanding ofi lease
ACCOUNtING.

DOA previded training| on the system.
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References

CAPP Vianual :epIcs

n , Introduction te’ Lease' Accounting

hitp://Www. dea.virginia.gev/Admin._Services/CAPR/CARPR. TopIcs
/31205.pdf

DOA DIrectives

ALLRE /AN, dea.virginia.gov/Einancial Reporting/birectives/D
Irectives_Main.cfim
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http://www.doa.virginia.gov/Admin_Services/CAPP/CAPP_Topics
http://www.doa.virginia.gov/Financial_Reporting/Directives/D

Contacts

804-225-22571 — VOICE

804-225-2430 — facsimile

U. S. Mail:
Virginia Department eff ACCoURLS
Attention: Eixed Assets/Leases
P.©. Box 1971

Richmond, VA 23218-1971
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mailto:finrept@doa.virginia.gov

